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To the Board of Directors
of Charyl Stockwell Academy

We have audited the accompanying {inancial statements of the governmental activities, each major fund; and
the aggregate remaining fund information of Charyl Stockwell Academy, as of and for the year ended June 30,
2008, which collectively comprise the Academy's basic financial stalements listed in the table of contents.
These financial statoments are the responsibility of Charyl Stockwell Academy's management. Our
responsibilify is to express opinions on these financial statements based on our audit.

We conducted our gudit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issuwed
by the Comptroller Genetal of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstalement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosurcs in the financial
statements. An audit ulso includes assessing the accounting principles used and significant estimates made by
managemend, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for owr opinicn.

In our opinion, the {inancial statements referred to above present fairly, in all material respects, the respective
financial position of the govemmental activities, each major fund and the aggregate remaining fund
information of Charyl Stockwell Academy as of June 30, 2008, and the respective changes in financial
position, for the year then ended, in conformity with accounting principles generally accepted in the United
States of America,

It accordance with Government Auditing Stondards, we have also issued our report dated September 15, 2008
on our consideration of Charyl Stockweli Academy’s intemnal control over financial reporting and owr tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and other matfers.
The purpose of that report is to deseribe the scope of our testing of internal contro! over financial reporting and
comptiance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report in considering the results of
our audit.



The management's discussion and analysis and budgetary comparison information on pages iii through ix, and
20, are not a required part of the basic financial statements but are supplemenlary information required by
accounling principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management, regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the information and
express no opinion on it. The introductory and statistical tables have not been subjected to the auditing
procechnes applied in the audit of the basic financial statements and, accordingly, we express no opinion on
them.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Charyl Stockwell Academy's basic financial statements. The introduciory section, combining and
individual non major fund financial statements, and statistical 1ables are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The combining and individual non
major fund financial statements have been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole.
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Charyl Stockwell Academy
Management Discussion and Analysis

This section of Charyl Stockwell Academy’s, "CSA”, amnual financial report presents our discussion and
analysis of the school's firancial performance during the fiscal year that ended on June 30, 2008, Please read it
in conjunction with the school’s financial statements, which immediately follow this scction.

FINANCIAL HIGHLIGHTS

.0

¢ The school’s revenue from the state increased from $7,200 to $7,317 per pupil.

-
'D‘O'

Student enrollment increased to 719 as compared to 668 last year,

<+ The total cost of instructional programs was $2,419,686.

% General fund revenues were at $6,316,779 while expenses were $6,240,638.

#+ The schoel has a positive fund balance in General Fund of $661,792 and in the Debt Service fund of

$4,368,816.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual repost consists of Uree parts — management's discussion and analysis (this section), the basic
financial stalements which include two kinds of statements that present different views of the school;

*  The first two staiements are school wide financial statements thai provide both shori-lerm and
long-term information about the school's overall financial status.

* The remaining statements are fund financial statements that {focus on individual parts of the
school, reporiing the schools operations in more detail.

* The governmental fund statements tell how basic services like regular and special education
were financed.

* Fiduciary funds statements provide information about the financial relationships in which the

school aets solely as a trustee or agent for the benefit of others. These consist of student
activity funds held by the school on behalf of the student group.

i



Figure A-1
Organization of CSA’S Annual Financial Report

Management's Basic Financial Required
Discussion and Statemeants Supplementary
Analysis Information
/ ) T——
School-Wide . . Notcs to
Financial Fund F'inancial Financial
Statements Statements Siatements
e e
R i
Sumimary Detail

The financial statements also include notes that explain some of the information in the statements and provide
more detailed data. The statements arc followed by a section of required supplementary information that further
explains and supports the {inancial statements with a comparison of the school’s budget for the year. Figure A-
1 shows how the various parts of this annval report are arranged and related to onc another.

Figure A-2
Major Features of School-Wide and Fund Financial

Fund Financial Statements

i School-Wide i

] Statements - Government Funds Fiduciary Funds B
i Scope Entire school {except The activities of the school Lhat are not proprietary | Instances in which the schaol
' fiduciary funds} or fiduciary, such as special education and adminisicrs resources on behall of
building maintenance. somecenc else, such as scholarship
| programs and student activiiics monies
Required Financiat | *Statement of net *Dalance sheg *5tatement of fiduciary net assets

Stalements 255013

*Statement of activities

*Statement of revenues, expenditures
and chanpes in fund balances

*Statement of chiunges in fiduciary net
assels

Accounting basis
and measurement
facns

Maodified accrual aceounting and current finangial
resources

Accrual accounting and
econoic resuurces foous

Acerual aeeounting and coconomic
resources loeus

All assets and liabilities both |

Type of
assetftiability
information

firancial and capital, shorl-
term and long-tem:

Cicnerally assets expected to be used up and
liabilaties that come due during the year or soon
thereafter, no capital assets or long-term Habilitics
inchided

~'Ty;.\é--(.rf
inflow/ontflaw
information

All revenucs and expenses
during year, regardiess of
when cash is received or

paid

v A assels and liabihities, hoth short-

tecn and long-term

Revenues for which cash is received during ur
soon afier the end of the year, expendinres when
goods or services have been received and the
related liability is due and pavable

All additions and deductions during the
year, regardless of when cash is
received oF paid

Figure A-2 summarizes the major {catures of the school's financial statements, including the portion of the
schools activities they cover and the types of information they contain. The remainder of this overview section

of management's discussion and analysis highlights the structure and contents of each of the statements.
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SCHOOL-WIDE STATEMENTS

The school-wide statements report information about the school as a whole using accounting methods similar to
those used by private-sector companies. The statement of net assets includes all of the school's assets and
liabilitics, Al of the current year's revenues and cxpenses are accounted for in the statement of activities
regardiess of when cash is received or paid.

The two school wide statements report the school’s net assets and how they have changed. Net assets — the
difference between the school's assets and liabilities — are one way to measure the school's financial health or

position,

< Over time, increases or decreases in the school’s assets are an indicator of whether its financial position
is improving or deteriorating, respectively,

% To assess the overall health of the school, vou need to consider additional non-financial factors such as
changes in the school's enroliment and the condition of school buildings and other facilities.

FUND FINANCIAL STATEMENTS

The {und financial statements provide more detailed information about the school’s funds, focusing on it's most
significant or "major” funds — not the school as a whole. Funds are accounting devices the school uses to keep
track of specific sources of funding and spending on particular programs:

* Governmental activities — Most of the school's basic services are included in the general {und, such as
regular and special education and administration. State foundation aid finances most of these activitics.

“ The school establishes other funds to contro] and manage money for particular purposes (like repaying
its long-term debts) or to show that it is properly using certain revenues.

The school has two kinds of funds:

& Governmenial funds — Most of the school’s basic scrvices are included in governmental funds, which
generally focus on (1) how cash and other financial assels that can readily be converted to cash flow in
and out and (2} the balances left at year-end that are available for spending. Consequently, the
governmental funds statements provide a detailed short-term view that helps you determine whether
there are more or fewer financial resources that can be spent in the near future to finance the school’s
programs. Because this information does not encompass the additional Jong-term focus of the school-
wide statements, we provide additional information with governmental funds statements that explain the
relationship (or differcnces) between them.

% Fiduciary funds — The school is responsible for ensuring that the asscts reporied in these funds arc used
only for their intended purposes and by those to whom the assets belong, We exclude these activitics
from the school-wide financial statements because the school cannot use these assets to finance its
aperations,



FINANCIAL ANALYSIS OF THE SCHOOL AS A WHOLE

The comparison of current year to prior year financial information is on the following pages. Sce tables A-3,
A-4, and A-5.

The school’s financiai position is the product of many factors.

School Governmental
‘The stability of the school’s finances is a result of the following measures:

% A continued increase in enrollment and waiting list for future academic years.
% Controlled spending v insure it aligns with revenues received from state.
General Fund Budgetary Analysis
Over the course of the year, the school reviewed the annual operating budget several times amending the budget

two times. The budget amendments were donc to align the budget changes throughout the year. Al invoices
were paid in a timely matter,

Financial Outlook
Charyl Stockwell Academy’s financial forecast continues to be optimistic heading into the 2008/2009 school
year,

** Enrollment continues to grow with an estimated envollment of 750. There is an increase of potential
pupils on the waiting list for subsequent years.

*» Expansion into High School to begin in 2008/2009.
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Appendix A
Tahle A-3
C3A's Net Assets

Current and other assets
Capitai assets

Total assets

Long-term debt outstanding
Other Habilities

Total liabilities

Met assets:

Invested in Capital Assets, Net of Related Debt
Restricted
Unrestricted

Total net assels

Table A-4
Changes in CSA's Net Assets

Revenues:
Progeam revennes:
Charges for services
Tederal and state operating grants
General revenues;
State aid - uarestricted
Miscelianeous

Tatal revenues

Expenses:
[rstruction
Special Education
Support Services
General Administration
Executive Administration
Building Administration
Business Support Services
Opcration and Maint.
Data Processing
Before and Afier School Care
Interest on long-term debt
Amortization
Depreciation

Total expenses

Change in net assets
vii

2008 2007

$ 06,277,612 b 6,433,782
10,133,808 10,613,738
16,411,420 17,047,520
£3,102,958 16,260,426
4,243 865 1,443,605
17,346,823 17,704,031
(5,590,480) (5,905,932)
4,398,164 4,487,962
254,913 761,459

$ (937,403)  § {656,511)

2008 2007

$ 172,208 § 354,118
941,297 652,802
5,132,875 4,759,557
26,347 24,510
6,272,727 5,790,987
2,001,184 1,817,049
408,502 337.950
905,524 620,226

8,023 20,34]

359,301 325,889
336,262 252,054
216,686 437,377
644,154 441,683
35,302 31,523
217,130 166,564
1,050,704 1,118,162
44,537 44,537
316,309 317,249
6,553,619 5,936,604
$ (280,892 & (145,617)




CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

By the end of 2008, the school had invested $12,333,909 in capital assets, including buildings, furniture,
computers and software. See table A-5 below for a listing of capital assets, and the accumulated depreciation,

Table A-S
CS8A's Capital Assets

Accumulated and

Cost depreciated Net book value
Land $ 1,472,000 b - $ 1,472,000
Buildings 9,425,704 1,532,050 7,893,654
Loan Issuance Costs 608,051 129,899 538,152
Equipment 768.154 - 168,154
Total $12.333,909 $ 1,661,949 $10,671.960

Long-Term Debt

At year end the school had Jong term debt of $16,262,440 consisting of certificates of participation, modular
loans and capilal {eases further described in Note § to the financial statements.

* The school continued to pay down its debt, retiring $259,030 of the certificates. modular loans and
leases.

vili



FACTORS BEARING ON THE SCHOOL'S FUTURE

» Continuation of positive enrollment trends
¢ State aid foundations grant stabilizatian,
» Continued refinement of educational program.

¢ Development of High School program to be implemented for 2008-2009 school year.

CONTACTING THE SCHQOL'S FINANCIAL MANAGEMENT

This financial report is designed to provide our students, parents and creditors with a general overview of the
school's finances and to demonstrate the school's accountability for the money it receives. If you have
questions about this report or need additional information, contact the school's affice at:

Charyl Stockwell Academy, 9758 East Highland Road, Howell MI 48843



CHARYL STOCKWELL ACADEMY

STATEMENT OF NET ASSETS
JUNE 30, 2008
See Independent Auditor's Report

Current Assets

Cash and cash equivalents
Invesiments

Accounts receivable

Due from other governmental units
Prepaid expenses

T'otal current assets

Facilities, Furniture and Equipment

ASSETS

At cost less accumulated depreciation of $1,532,050

Other Assets

Cabita]izecl loan costs less accumnulated
amortization of $129,899

Tolal assets

LIABILITIES AND NET ASSETS

Current Liabilities

Accounts payable

Notes payable

Other accrued expenses
Long-term debt - current portion

Total current liabilities

Long-Term Debt - Long-Term Portion
Net Assets

Invested in capital assets, net of related debt
Restricted for debt scrvice and capital projects
Unrestricted

Total net assets

Tuotal liabilities and net assets

- See accompanying notes to financial statements

89,761
4,398,164
9,642
1,110,114
131,779

$

5,739,460

10,133,808

538,152
16,411,420

51,494
600,000
434,889

3,157,482

4,243,805

13,104,958

(5,590,480)
4,398,164
254,913

(937,403}

5

16,411,420




Functions

Elementary school

Special education

Student support services
Improvement of instruction
Educational media

General administration
Executive administration
Building administration
Business support services
Operations and maintcnance
Data processing services
Custody and care of children
Unallocated depreciation
Unallocated amortization
Unallocated interest

Total primary government

General Purpose Revenues:

Loss on disposal ol asset

State school aid - unrestricted

Donatious
Miscellaneous
Student enrichment program

Total general purpose revenues

Deficiency of revenues
OVCr expenses

Netassets, July 1, 2007
Net assets, June 30, 2008

CHARYL STOCKWELL ACADEMY

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

Net (Expense)
Revenues and
Changes in

Program Revenues Net Assets
' Government
Charges for Operating Type
Expenses Scrviees Grants Activities
$ 2,011,i84 $ - $ 6,609 $ (2,004,575)
408,502 307,766 (100,736)
272,505 - 20,683 (251,822)
606,239 - 606,239 -
26,780 - - (26,780)
£,023 . - (8,023)
359,301 - . {359,301)
336,263 - - (336,263)
216,680 - - {216,686)
644,154 - (644,154)
35,302 - - (35,302)
217,130 - - {217,130} .
316,309 - - {316,309)
44,537 - - (44,537)
1,050,704 172,208 - (878,496)
$ 6,553,619 $ 172,208 % 941,297 (5,440,114)
(216,260)
5,132,875
32,840
7,317
202,450
5,159,222
(280,892)
(656,511)
¥ (937403

- JeC accompanying notes to financial statements



CHARYL STOCKWELL ACADEMY

COMBINED BALANCE SHEET - ALL FUND TYPES

Cash and cash equivalents
Investments
Accounts receivable

Due from other governmental units

Prepaid expenses

Total assets

Liabilities
Accounts payable
Notes payablc
Other acerued expenses

Total liabilitics

Fund Balances
Reserved for debt service
Reserved for capital projects
Unreserved:
Undesignated

Totat habilities and
fund balances

JTUNE 30, 2008
See Independent Auditor's Report

ASSETS
Capital
General Debt Service Projects
3 89,761 b3 - $ -
- 4,368,816 29,348
9,642 - -
1,110,114 . -
131,779 -
$ 1,341,296 $ 4,368,816 b 29,348
LIABILITIES AND FOND BALANCES
3 51,494 A $
600,000 - -
28,010 -
- 679,504
4,368,816 -
- - 29,348
661,792
3 1,341,296 $ 4,368,810 5 29,348

. See accompanying noles to financial statements



CHARYL STOCKWELL ACADEMY

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO NET ASSETS
OF GOVERNMENTAL ACITVITIES
JUNE 30, 2008
See Independent Auditor's Report

Amounts reported for governmental activities in the statement of net asscts arc diflerent because:

Total Governmental Fund Balances $ 5,059956

Capital assets used in governmental activilies are not financial resources and,
therefore, are nat reported in the {funds. The cost of the assets is $11,665,858 10,133,808
and the accumulated depreciation is $1,532,050.

Intangible assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds. The cost of the asset is $668,051 and
the accumulated amortization is $129.899, 538,152

Interest is not payable until due in governmental activities and, therefore, is not
recorded in the funds, (406.879)

Long-term liabilities are not due and payable in the current period and

thercfore are not reported in the funds. (16,262,440)
Net Assets of Governmental Activities $  (937.403)

__See accompanying notes to financial statements
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CHARYL STOCKWELL ACADEMY

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE - ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED JUNE 390, 2008
See Independent Auditor's Report

Capital
General Debt Scrvice Projecls
Revenues
Local sources % 242,607 $ 172.208 3 -
State sources 5,301,235 - -
Federal sources 625,132 . -
Total governmental fund revenues 6,168,974 172,208 -
Expenditures
Elementary school 2,011,184 - -
Special cducation 408,502 - .
Student support services 272,505 - -
Improvement of instruction 606,239 - -
Educational media 26,7840 - B}
General administration 8,023 - -
Executive administration 359,301 - -
Building administration 336,265 - -
Business support services 214,330 2,356 -
Operations and maintenance 641,404 - 2,750
Data processing services 35,302 - -
Custody and care of children 217,130 - -
Capital outlay 52,639 - -
Debt principal and interest 295,574 1,012,358 -
Total governmental! fund expenditures 5,485,178 1,014,714 2,750
Excess {deficiency) of revenues over expenditures ' 683,796 (842,506) (2,750)
Other Financing Sources (Uses) _
Payment from intermediate school district 147,805 - -
QOperating transfers in - 741,047 14,41
Operating transfers out (755,458} - -
Total other {inancing sources (uses) (607,653) 741,047 id411
Excess (deficiency) of revenues and other financing sources
over expenditures and other financing uses 76,143 (101,454) 11,661
Fund balance, July 1, 2007 583,649 4,470,275 17,687
Fund balance, June 30, 2008 3 661,792 § 4368816 % 29,348

See accompanying notes to financial statements
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CHARYL STOCKWELL ACADEMY

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CIIANGES IN
FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

Amounts reporfed for governmental activities in the statement of activities are different because:
Net Change in Fund Balances - Total Govermmental Funds 5 (13,655)

Governmental funds report capital outlays as expenditures. However, in the statement of
activities, assets with an individual cost of more than §1,000 are capitalized and the cost is
allocated over their estimated useful lives and reported as depreciation expense. This is
the amount by which capital outlays exceeded depreciation in the current period.

Capital outlays ' $ 52,63%
Loss on disposal of asset (216,260}
Depreciation expense (316,309) {479,930)

Governmental funds report loan issuance costs as expenditures. However, in the statcment
of activities, intangible assets are capitalized and the cost is allocated over their estimated
useful lives and reported as amortization expense. This is the amount by which loan issuance
costs exceeded amortization in the current period.

Amortization expense (44,537)

The governmental funds report loan proceeds as an other financing source, while repayment of
loan principal is reported as an expenditure. Interest is recognized as an expenditure in the
governmental funds when 1t 1s due. The net cffect of these differences in the treatment
of general loan obligations 1s as follows:

Principal payments on long-term debt 257,230

Change in Net Assets of Governmental Activitics § (280,891

See accompanying notes to financial statements
sl

& 6



CHARYL STOCKWELL ACADEMY

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUND
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

ASSETS
Cash and cash equivalents 3 22,510
Total assels 3 22,510
LIABILITIES
Due to student groups $ 22,510
Total liabilities $ 22,510

See accompanying notes to financial statements

3
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CHARYL STOCKWELL ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

See Independent Auditor's Report

NOTE 1 - Summary of Significant Accounting Policics

The accounting policies of Charyl Stockwell Academy (the “Academy”) conform to generally accepted accounting

principles applicable to public school academics. The following is a summary of the significant accounting
policies:

Reporting Entity

Charyl Stockwell Academy was formed as a public school academy pursuant to the Michigan School Code of 1976,
as amended by Act No. 362 of the Public Acts of 1993 and Act No. 416 of the Public Acts of 1994, The Academy
filed articles of incorporation as a nonprofit corporation pursuant to the provisions of the Michigan Nonprofit
Corporation Act of 1982, as amended, on June 5, 1996, and began operation in July 2002.

In June 2006, the Academy eniered into a five-year contract with Central Michigan University's Board of Trustees
to charter a public school academy. The contract requires the Academy to act exclusively as a governmental
agency and not undertake any action inconsistent wilh ils status as an entity authorized 1o receive state school aid
funds pursuant to the State constitution, The University’s Board of Trustees is the fiscal agent for the Academy and
is responsible for overseeing the Academy’s compliance with the contract and all applicable laws. 'The Academy
pays Central Michigan University’'s Board of Trustces three percent of state aid as administrative fecs. Total
adminisirative fees paid for the year ended June 30, 2008 were approximately $154,000.

in July 2006, the Academy entered into a five year agreement with CS Partners, LLC. Under the terms of this
agreement, CS Partners, LLC provides a variety of services including financial management, educational programs
and consulting, as well as tcacher training. The Academy is obligated to pay CS Parmers, LLC a fee of 12% of its
totat received from the state through the termination of the contract. The total paid for these services amounted to
approximately $410,630 for the vear ended June 30, 2008.

The accompanying financial statements have been prepared in accordance with criteria established by the
Governmental Accounting Standards Board for determining the various governmental organizations to be included
in the reporting entity. These criteria include significant operation of financial relationships with the public school
Academy. Based on application of criteria, the Academy does not contain component units.

Fund Financial Statements

Fund financial slatements report detailed information about the Academy. 'The focus of governmental fund
financial statements is on major funds rather than reporting funds by type. Bach major fund is presented in a
separate column. Non-major funds are aggregated and presented in a single column, The Academy has clected to
specify alt of its funds as major.

Basis of Presentation - Fund Accounting

The accounts of the Academy are organized on the basis of funds and account groups, cach of which is considercd a
separate accounting entity. The operations of a fund are accounted {or with a separate set of self-balancing accounts
that comprise its assets, habilities, fund balance, revenue and expenditures, Government resources are allocated to
and accounted for in individual funds based on the purposes for which they are to be spent and the means by which
spending activities are controlled. The various funds are grouped, in thc combined financial statements in this
repott, into generic fund types in twoe broad fund categories,

il

@ "8



CHARYL STOCKWELL ACADEMY
NOTES TCQ FINANCIAL STATEMENTS
FOR TIIE YEAR ENDED JUNE 30, 2008
See Independent Auditor’s Report

NOTE 1 - Summary of Significant Accounting Policies - Continued

Governmcntal_Funds

A Governmental Fund is a fund ihrough which most academy functions typically are financed. The
acquisition, usc and balances of the Academy’s expendable financial resources and the related current
tiabilities arc accounted for through a governmental fund.

General Fund - The General Fund is used to record the general operations of the Academy pertaining to
cducation and those operations not provided for in other funds. Included are all transactions related to the
approved current operating budget.

Debt Service Fund - The Debt Service Fund is used to record certain revenue and the payment of interest,
principie and other expenditures on long-term debt.

Governmental Funds utilize the modified accrual basis of accounting. Modifications in such method from the
accrual basis are as [ollows:

& Revenue that is both measurable and available. for use to finance operations is recorded as revenne
when eamned. Revenues are considered to be available when they are coilectible within the cument
period or scon enough thereafter to pay liabilities of the current peried. For this purposc, the Academy
considers revenues to be available if they are collected within sixty days of the end of the current fiscal

b. Payments for inventoriable types of supplies, which are not significant at year end, are recorded as
expenditures at the time of purchase.

¢. Principal and interest of general long-term debt are not recorded as expenditures until their due dates.

d. The Statc of Michigan utilizes a foundation allowance funding approach, which provides for a specific
annual amount of revenue per student based on a state-wide formua. The foundation allowance is
funded from a combination of state and local sources. Revepuc from stalc sources is primarily
governed by the School Aid Act and the School Code of Michigan. The State portion of the foundation
15 provided from the State's School Aid Fund and so rccognized as revenue in accordance with state
law. A major portion of the Academy is considered to be cconomically dependent on this aid. The
Academy's existence is dependent upon continued gualification for such aid.



CHARYT. STOCKWELL ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008

See Independent Audilor's Report

NOTE 1 - Summary of Significant Accounting Policies - Continued

Government-Wide Financial Statements

The government-wide financial statements (i.e. the statement of Net Assets and the Statement of Actjvities) report
information on all of the non-fiduciary activities of the primary government. The government-wide financial
statements are prepared using the economic resources measurement focus and the accrual basis of accouniing. This
approach differs from the manner in which governmental fund financial statements are prepared. Therefore,
governmental fund firancial statements include reconciliations with brief explanations to better identify the
relationships between the government-wide statements and the statements for governmental funds.

The govermment-wide Statement of Activities presents a comparison between expenses, and program revenues for
cach segment of the business-lype activitics of the Academy and for each governmental program. Direct expenses
are those that are specifically associated with a service, program or departiment and are therefore clearly identifiable
to a particular function. The Academy does not allocate indirect expenses to programs. Program revenues include
charges paid by the recipients of the goods or services offered by the programs and grants and contributions that arc
restricted to meeting the operational or capital requirements of a particular program. Revenues not classified as
program revenues are presented as general revenues, The comparison of program revenues and expenses identifies
the extent to which each program or function is self financing or draws from the general revenues of the Academy:,

Net assets shouid be reported as restricted when constraints placed on net asset use are either externally imposed by
creditors, grantors, contributors, or laws or regulations of other governments, or bmposed by law through
constitutional provisions or enabling legislation.  The Academy first utilizes restricied resources to hnance
gualitving activities.

Separate financial statements are provided for governmental funds and fiduciary tfunds, cven though the latier are
excluded from the governmant-wide financial statemenls,

Cash and Cash Equivalents

The Acaderny's cash and cash equivalents are considered to he cash on hand, demand deposits and shori-term
investments with maturities of three months or less from the date of acquisition. The Academy reports its
investments in accordance with GASB Statement Ne. 31, Accounting and Financial Reporting for Certain
Investments and for External lnvestment Pools and GASB No, 40, Deposit and Investment Risk Disclosures. Under
these standards, certain investments are valued at fair value as determined hy quoted market prices or by estimated
fair values when quoted market prices are not available. The standards also provide that cestain investments are
valued at cost (or amortized cost) when they are of a short-term duration, the rate of return is fixed, and the Academy
intends to hold the investment until maturity. The Academy held investments in muotual funds that invest solely in
U.S. Treasury obligations, The funds are held in trust for debt service and capital projects. State statutes authorize
the Academy to invest in bonds and other direct and certain indirect obligations of the 1J.S. Treasury; certificates of
deposit, saving accounis, deposit accounts, and or depository receipts of a bank, savings and lean association, or
credit union, which is a merber of the Federal Deposit Insurance Corporation, Federal Savings and Loan
Corporation or Mational Credit Union Administration, respectively, in commercial paper rated at the time of
purchase within the three highest classifications established by not less than two standard rating services and which
matures not more than 270 days afier the date of purchase. The Academy is also authorized to invest in 1S,
Government or Federal agency obligation repurchase agreements, bankers' acceptances of U.S. banks, and mumal
funds composed of investments as outlined above.

el
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CHARYL STOCKWELIL ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 34, 2008
See Independent Auditor's Report

NOTE 1 - Summary of Significant Accounting Policies - Continued

Receivables

Receivablies al June 30, 2008 consist primarily of state school aid due from the State of Michigan. Al receivables
are expected to be fully collected in July and August of 2008 and are considered current for the purposes of these
basic financial statements,

Prepaid Assets

Payments made to vendors for services that will benefit periods beyond June 30, 2008, arc recorded as prepaid
items using the consumption method. A current asset for the prepaid amount is recarded at the time of the purchase
and an expenditure is recorded in the year in which services are consumed.

Capital Assets and Depreciation

All capital asscts are capitalized at cost (or estimated historical cost) and updated for additions and retirements
during the year. The Academy foliows the policy of not capitatizing assets with a useful life of less than 1 year,
The Academy does not possess any infrastructure assets,

All reported capital assets, with the exception of land, are depreciated. Improvements are depreciated over the
remaining useful lives of the related capital assets. Depreciation is computed using the straight-line method over the
following uselu) lives: :

Building and improvements 10 - 50 years
Furniture and equipment 3 - 15 years
Computers and software 3 - 10 years

Accrued Liabilifics and Long-Term Oblizations

A}l payables, accrued [abilities and long-term obligations are reported in the govermment-wide financial
statements. In general, payables and acerued liabilities that wiH be paid from governmental funds are reported on
the governmental fund financial statements regardless of whether they will be liquidated with ctrent resources.
However, the non-current portion of capital leases that will be paid from govermnmental funds arc reported as a
fiabidity in the fund financial statements only to the extent that they will he paid with current, expendable, availahle
financial resources. In general, payments made within sixty days after year-end are considered to have been made
with current available financial resources. Other long-term obligations that wifl be paid from goverumental funds
are not recognized as a liability in the fund financial statements untit due.

Net Assets

Net assets represent the difference between assets and fiabilities. Net assets invested in capital assets, net of related
debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any
borrowings used for acquisition, construction, or improvement of those assets. Net assets arc reported s restricted
when there are limitations imposed on their use either through the enabling legislation adopted by the Academy or
through external restrictions imposcd by creditors, grantors or laws of regulations of other governments.

LY -11.



CHARYL STOCKWELL ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE 1 - Summary of Significant Accounting Pelicies - Continucd

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance amounts that are not
available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designation of fund balance represents tentative management plans that are subject to change.

Estimates

The preparation of financial statements in conformity with accounting principles gencrally accepted in the
Uniled States of America requires management to make estimates and assumptions that affect the amounts
reporied in the financial statements and accompanying notcs, Actual resulls may differ from those estimates.

NOTE 2 - Stewardship, Compliance and Accountability

Annual budgets are adopted on a consistent basis with accounting principles generally accepted in the United
States of America and state law for the gencral fund. All annual appropriations lapse at fiscal year end and
encumbrances are not formally recorded.

The budget document presents information by fund and function. The legal level of budgetary control
adopted by the governing body is the function level. State law requires the Academy fo have its budget in
place by July 1. Ixpenditures in excess of amounts budgeted is a violation of Michigan Law. During the
year ended June 30, 2008 the budget was amended in a legally permissible manner,

The budget statement {budgetary comparison schedule - all governmental funds) is presented on the
combined statement of revenue, expenditures, and fund balances, significant budget overruns are as foliows:

Budget Actual
Geperal Fund
Custody and care of children b 190,000 § 217,130
Debt principal and interest 271,369 295,576
Debt Service Fund
Debt principal and interest 744,457 1,012,358

@ -12 -



CHARYL STOCKWELL ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE 3 - Deposits and Investments

As of June 30, 2008, the Academy had the following investments.

S&P
Type Rating Maturitics Carrying Value
Deposits:
Demand deposits $ 112,271
1'otal deposits 112,271
Investiments:
U.S. Treasury and agency obligations AAAM Various 4.398,164
Total deposits and investments § 45104335

The above amounts are reported in the financial statements as follows:

Deposits:
Cash - Agency Fund B $ 22,510
Cash - Academy Wide 89,761
Subtotal 112,27)
Investments:
Invesiments - Debt Service 4368816
Investments - Capital Projoets 29,348
Subtotal 4,398,164
Total deposits and investments £ 4,510,435
Interest Rate Risk

In accordance with its investment policy, the Academy will minimize interest rate risk, which is the risk that
the market value of securities in the portfolio will fall due to changes in market interest rates, by, structuring
the investment portfolio so that securities mature to meet cash requirements for ongoing operations, thereby
avoiding the need to sel} securities in the open market; and, investing operating funds primarily in shorter-
term securities, liquid asset funds, money market mutual funds, or similar investment pools and limiting the
average maturity in accordance with the Academy's cash requirements.

& 3



CHARYL STOCKWELL ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE 3 - Deposits and Investments - continued
Credit Risk
State law limits investments in commercial paper and corporate bonds to a prime or better rating issued by

nationally recognized statistical rating organizations (NRSROs). As of June 30, 2008, the Academy’s
investments were rated AAAmM by Standards & Poor's and Aaa by Moody's Investors Service.

Concentration of Credit Risk

The district will minimize concentration of credit risk, which is the risk of loss attributed to the magnitude of
the District's investment in a single issuer, by diversifying the investment portfolio so that the impact of
potential losses from any onc type of security or issuer will be minimized. More than 5% of the Academy's
investments are in investment pools which represents 100% of the Academy's total investments.

Custodial Credit Risk - Deposits

In the case of deposits, this is the risk that in the event of a bank failure, the District's deposils may not be
returned to it.  As of June 30, 2008, $25,127 of the Academy’s cash balance was exposed to custodial credit
risk because it was uninsured and uncoliateralized.

Custodial Credit Risk - Investmenis

For an investment, this is the risk that, in the event of the failure of the counterparty, the Academy will not be
able to recover the value of its investments or collateral securitics that arc in the possession of an outside

party.
The Academy will minimize custodial credit risk, which is the risk of loss due to the failure of the security

issuer or backer, by; limiting investments to the types of securities allowed by law; and pre-qualifying the
financial institutions, broker/dealers, intermediaries and advisors with which the District will do business.

Fareign Currency Risk

The Academy is not authorized to invest in investments which have this type of risk.

NOTE 4 - Due From Other Governmental Units

Amounts owed from governmental units and other consist of the foliowing:

At risk b 1,528
Statc aid 035,261
Special education 25,520
Intermediate school district 147,805

Total $ 1,110,114
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CHARYL STOCKWELL ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE § - Capital Assets and Depreciation

Capital asset aclivity of the Academy's governmental activities was as follows:

Balance Balance

July 1, 2007 Additions Disposals June 30, 2008

Computers $ 461,458 k! 24,550 $ - 3 486,008
Software 43,349 7,445 . 50,794
Fugniture and fixtures 41413 6,699 - 48,112
Eqguipment 169,295 13,945 - 183,240
Land 1,472,000 - - 1,472,000
Building and improvements 9,719,764 - 204,060 0.425,704
Total cost 11,907279 52,639 294,060 11,665,858
I.ess accumulated depreciation [,203,54] 316,309 77,800 [,532,050
Undepreciated cost $ 10,613,738 % (263,670) % 216,260 3 10,133,808
Loan issuance costs b 668,051 $ - $ - $ 668,051
L.ess accumulated amortization 85,362 44,537 - 129,899
Ne! loan issuance cosls ;) 582689 % (44,537y $ - b 538,152

Depreciation and amortization expensc was not charged o activities as the Academy considers its assets to Jmpact
multipie activities and allocation is not practical.

NOTE 6 - Notes Payable

The Academy has a line of credit from a financial institution in the amount of $1,200,000. The linc of credit was
issued to provide the Academy with funds to tinance school operations at the beginning of the school year. The
loan is payable $200,000 per month, plus interest at 5% on the remaining balance through September, 2008. The
balance of the ioan as of June 3@, 2008 is $600,000.

Motes payable as of Juns 30, 2008 can be summarized as foliows:

Balance Retirements Balance
July 1, 2007 Additions and Payments June 30, 2008
Loan 1 $ 200,000 § - $ 200,000 §
loan2 450,000 - 450,000 -
Loan 3 - 1.200,000 600,000 600,000
Total notes payable b S 650,000 3 1,200,000 3 1,250,000 4 600,000

i,
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CHARYL STOCKWELL ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE 7 - Other Accrued Expenses

Amounts acerued at vear end consist of the following:

£=]

University oversight
Interest

Total accrued expenses

NOTE 8 - Long-Term Obligations Payable

Net Asscts Funds
$ 28,010 Y 28,010
406,879 -
3 434,889 3 28,010

The following is a summary of long-term obligations for the Academy during the year ended Tune 30, 2008:

Balance Retirements & Balance e Within
Juiy 1, 2007 Additions Fayments June 30, 2008 Ome Year

Business loan | 3 403,485 i3 - 3 101,296 3 302,189 $ 107,636
Business loan 2 50,747 - 15,588 35,159 16,880
Business loan 3 159,240 - 34,354 124,886 37,760
Capital lease ) 37,148 - 22,764 14,384 14,3384
Capital lease 2 40,850 - 25,028 15,822 15,822
Certificates of

participation 15,830,000 - 60,000 15,770,000 2,965,000
Total long-term debt § 16,521,470 & - $ 259030 0§ 16,262,440 $ 3,157,482

The Academy has obtained a busincss loan from an unrelated third party bearing interest at 6%, and payable in
monthly installments of $10,254 through Fcbruary 2011,

The Academy has obtained two additional husiness loans from an unrelated third party bearing interest at 8%
above the bank's prime rate, adjusted monthly, and payable in monthly installments of $1,590 and $4,000

threugh June 2010 and June 2011, respectively.

216 -



CHARYL STOCKWELL ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE 8 - Long-Term Obligations Payable - Continued

The Academy has issued certificates of participation that require semi-annual interest payments at 5.7%. The
interest payments are duc on November | and May 1 and an annval payment of principal of approximalcly
$60,000 is due on May |, 2008, The certificates are collateralized by the Academy's facility as well as a pledge
for 20% of state school aid payments and funds are held in trust for debt service.

Following are maturitics of long-term obligations for principal and interest for the next five vears and in total:

Principal Interest
2009 b 3,157482 % 976,912
2010 174,150 760,435
2011 125,808 748,678
2012 - 744,458 .
2013 235,000 744,458
2014 - 2018 1,390,000 3,518,562
2019 - 2023 ' 1,855,000 3,072,475
2024 - 2028 2,470,000 2,471,970
2029 - 2033 3,315,000 1,654,360
2034 - 2036 _ 3,540,000 484,095

NOTE ¢ - Capital Lease Agreements

The Academy is the lessee of various classroom and office equipment held under capital lease agreements. The
leases are collateralized by the equipment, bear intcrest at 10% and expire during the year ended June 30, 2009,

Minimum future iease agreements under capital leases as of June 30, 2008 for each of the next year:

2009 $ 30,700
Less amount rcpresenting interest _ 494
Present value of minimum lease payments ) 30,206

NOTE 10 - Retirement Plan

All leased employees of the Academy are eligible to participate in a retirement plan established by the
management company which qualifies under the provisions of scction 401¢k). Iligible employces may
contribute up to 15% of their salaries urider the terms of this plan. The Academy's contribution is discretionary.
The Academy's contributions to the plan for the year ended Junc 30, 2008 amounted to $157,385.
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CHARYL STOCKWELL ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE 11 - Interfund Transfers

During the normal course of the school year the Academy transferred amounts between its three major funds as
follows:

General Debt Service  Capital Pruojects

Transter In $ : 5 741,047 h 14,412

Transfer Out 755,458 - -

As stipulated by the Academy's Certificates of Participation as deseribed in Note &, the Academy must
transfer 20% of its state aid to a {rustee. The (rustee retains the required portion needed for debl service and
returns the remainder to the Academy. The transfer of these amounts account for the interfund transactions
of the Academy.

NOTE 12 - Risk Management

The Academy s exposed ta various risks of loss related to property loss, torts, errors and ornissions and
employee injuries (worker’s compensation), as well as medical benefits provided 10 cmployees. The
Academy has purchased commercial insurance for all claims, Settled claims relating to the commercial
insurance have not excecded the amount of insurance coverage since the Academy’s inception.

@ - 18-
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INDEPENDENT AUDITOR'S REPORT ON SUPPLEMENTAL INFORMATION

To the Board of Directors
of Charyl Stockwell Academy

We have audited the accompanying basic financial statements of Charyl Stockwell Academy for the year
ended June 30, 2008. Our audit was made for the purpose of forming an opinion on the financial statements
taken as a whole. The additional information listed in the table of contents is presented for purposes of
additional analysis and is not a required part of the financial statements of Charyl Stockwell Academy. This
information has been subjected to the procedures applicd in the audit of the financial statements and, in our
opinion, 1s fairly stated in all material respects in reiation to the financial statements taken as a wholc.

‘//7 L
4& /é:éa @Pfyf’f’

Cr ey, Lanni & Company,

September 15, 2008
Rachestcr, Michigan
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CHARYL STOCKWELL ACADEMY

_ REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE - ALL GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report on Supplemental Information

General Fund

Original Budget Final Budget Actual
Revenues
Local sources $ 164,500 % 229,800 % 242,007
State sources 5,149,093 5,301,234 5,301,235
Federal sources 557,051 810,282 625,132
Total governmental fund revenues 5,870,644 6,341,316 6,168,974
Lxpenditures
Elementary school 2,000,032 2,051,610 2010i,184
Special education 326,223 412,110 408,507
Student support services 246,577 286,773 272,505
Improvement of instruction 552,051 716,487 606,239
Educational media 17,530 26,780 . 26,780
General administration 29,700 15,704 £,023
Executive administration 344,223 359,301 359,341
Building administration 300,474 382,722 336,265
Business suppert services 435,586 244,959 $ 214,330
Operations and maintcnance 462,005 659,959 041,404
Data processing services 40,000 57,500 35,302
Custody and care of ¢hildren 135,000 190,060 217,130
Capital oullay 30,000 52,039 52,639
Debt principal and interest 286,369 271,369 295,574
Total governmental fund cxpenditures 5.205,770 5,727,909 5,485,178
Excess (deficiency) of revenues over expenditures 664,874 613,407 683,796
Other Financing Sources {(Uses)
Payment from intermediate schoo) district - - 147,805
Operating transfers in - - -
Operating transfers out (714 457) (809,457) (755,458)
‘Total other financing sources (uses) (714,457 (809,457) {007,653)
Excess of revenues and other financing sources over
expenditures and other uses (49,583) {196,050} 76,143
Fund balance, fuly 1, 2007 585,649 385,649 585,649
Fund balance, June 30, 2008 3 536,066 % 389,599 % 661,792




Delit Service Fund

Capital Projects Fund

Original Budget Final Budget Actual Original Budget Final Budget Actual
3 - $ - 3 172,208 § - $ - -
- - 172,208 - - -
- 2,356 2,356 - - -
- - - - 2,750 2,750
744,457 744,457 1,812,358 - - -
744,457 746,813 1,014,714 - 2,750 2,750
(744,457) (746,813) (842,506) - {2,750) (2,750)
744,457 746,813 741,047 - 2,750 14,411
744,457 746,813 741,047 - 2,750 14,411
- - (101,459) - - 17,661
4,470,275 4,470,275 4,470,275 17,687 17,687 17,687
5 4,470,275 % 4470275  § 4368816 § 17,687 % 17,687 29,348

astilan.
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CHARYL STOCKWELL ACADEMY

SCHEDULE OF REVENUES - ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED JUNE 30, 2008

See Independent Auditor's Report on Supplementat [nformation

Loeal Sources
Donations
Earnings on investment
Student enrichment program
Miscellaneous

Total local sources

State Sources
At risk
Special education
State aid

Total state sources

Federal Sources
Character education grant
Safe and drug free grant
Service provider self review grant
Title ITA
Title V

Total federal sources

Total governmental fund revenucs

General

Debt Service

Capital
Projects

$ 32,840

202,450
7,317

(72,208

242,607

8,399
159,961
5,132,875

172,208

5,301,235

612,848
894
4,000
7,254
136

625,132

§ 6,168,974

$ 172,208
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CHARYL STOCKWELIL, ACADEMY

SCHEDULE OF EXPENDITURES - ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report on Supplemental Information

Llementary School

Purchased services - salaries
Purchased services - benefits
Purchased services - payroll taxes
Dues and fees

Equipment lease

Teaching supplies and textbooks
Capital outlay - nondepreciable

Total elementary schaal

Special Education

Purchased services - salarics
Purchased services - benefits
Purchased services - payroll taxes
QOutside services

Teaching supplies

Total special education

Student Support Services

Purchased services - salaries
Purchascd services - benefits
Purchased services - taxes
Qutside services

Trave]

Total student support services

Improvement of Instruction

@

Purchased services - salaries
Purchased services - benefits
Purchased services - taxes
Contracted services

Materials and supplics
Professional deveiopment
Travel

Capital outlay - nondepreciable

Total improvement of instruction

-22.

General

Capital
Debt Service Projects

§ 1,407,029
365,174
113,342

4,456

32,815

65,731
22,597

A3 - ¥ -

2,011,184

216,852
69,158
15,306

102,975

4,211

408,502

29,834
25,116
9,293
205,951
2,311

272,505

144,571
58,290
15,655

257,042
71,530
42,172

9,280
7,699

606,239



CHARYL STOCKWELL ACADEMY

SCHEDUL.E OF EXPENBITURES - ALL GOVERNMENTAL FUND TYPES - Continucd

FOR THE YEAR ENDED JUNE 30, 2008

See Independent Auditor's Report on Supplemental Information

Educational Media
Purchased services - salaries
Purchased services - benefits
Purchased services - taxes
Library books

Total educational media

(General Administration
Professional fees
Miscellaneous

Total general administration

Executive Administration
Management fees
University oversight

Total executive administration

Building Administration
Purchased services - salaries
Purchased services - henefits
Purchased services - payroil taxes
Advertising
Dues and fees
Postage and delivery
Supplies and materials
Workshops and conferences

Total building administration

Business Support Services
Bank fees
Liability insurance
Management fees

Total business support services

General

Capital
Debt Service Projects

17,894
2,309
159
6,418

26,780

6,140
|, 883

8,023

205,315
153,986

359,301

207,510
63,244
20,596
17,787

1,959
9,316
13,238
2,615

336,265

6,203
2.812
205,315

2,356 -

-23 -
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CHARYL STOCKWELL ACADEMY

SCHEDULE OF EXPENDITURES - ALL GOVERNMENTAL FUND TYPES - Continued

FOR THE YEAR ENDED JUNF 30, 2008

See Independent Auditor's Report on Supplemental Information

Operations and Maintenance
Purchased services - salaries
Purchased services - benefits
Purchased services - payroli taxes
Building insurance
Facility management
Repair and maintenance
Supplies and materials
Telephone
Utilities
Capital outlay-nondepreciable

Total operations and maintenance

Data Processing Services
Data processing services
Miscellaneous

Total data processing services

Custody and Care of Children
Purchased services - salaries
Purchased services - benefits
Purchased services - payroll taxes
Supplies and materials

Total custody and care of children

Capital Outlay
Elementary school
Data processing services

Tatal capital outlay

Debt Principal and Interest

Total governmental fund expenditures

- 24 -

General

Debt Service

Capital
Projects

87,397
35,788
8,750
24,617
102,658
115,991
14,960
16,229
161,598
73,421

[~

750

641,404

31,27)
4,031

2,750

35,3012

165,566
6,746
1,512

43,306

217,130

22,094
30,545

52,639

295,574

$ 5485178

$

1,012,358

1,0i4,714

2,750
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Independent Auditor's Report on Compliance and on Internal Conlro]cmmn E Powelt Jr., CPA
Over Financial Reporting Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

To the Board of Directors
of Charyl Stockwell Academy

We have awdited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Charyl Stockweil Academy as of and for the year ended Junc 30, 2008, which
collectively comprise the Academy's basic financial statements and have issued our repost thereon dated
September 15, 2008, We conducted our audit in accordance with auditing standards generally accepled in the
United States of America and the standards applicable to financial audits contained in Goverament Audiling
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Charyl Stockwell Academy's internal control over
financial reporting as a basis for designing our auditing procedures for the putpose of expressing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of Charyl
Stockwell Academy's internal control over financial reporting, Accordingly, we do not express an opinion on
the effectiveness of Charyl Stockwell Academy's internal control over financial reporting,

A control deficiency exists when the design or operation of a control does not allow manageinent or
employees, in the normal course of performing their assigned functions, o prevent or detect misstatements on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencics, that
adversely affects the Academy's ability (o initiate, authorize, record, process or report financial data reliabi v in
accordance with generally accepted accounting principles such that there is more than a remote likelihood that
a misstatement of the Academy’s financial statements that is mere than inconsequential will not be prevented
or detected by the Academy’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencics, that resulis in more
than a remote likelihood that a material misstatement of the financial statements will nol be prevented or
detected by the Academy's intermal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencics or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined abave.

225,



Compliance

As part of obtaining reasonable assurance about whether Charyl Stockwell Academy's financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreemenis, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts, 1lowever, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion,
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
veported under Government Auditing Standards.

This report is intended solely for the information and use of management, the board of directors, the

Michigan Department of Education, and others within the entity and is not intended to be and should not be
used by anyone other than those specified parties.
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Croskey, Lanni & Company, P.C.

Scptember 15, 2008
Rochester, Michigan
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Independent Auditor's Report

To the Board of Directors
of Charyl Stockwell Academy

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Chary!l Stockwell Academy, as of and for the year ended fune
30, 2008, which collectively comprise the Academy's basic financial statements listed in the table of contents.
These financial statements arc the responsibility of Charyl Stockwell Academy's management.  Qur
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptrotler General of the United Statcs. Those standards tequire that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statemcenls. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as cvaluating the overall financial statement presentation, We believe that our awdit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly in all material respects, the respective
financial position of the govermnmental activities, each major fund and the aggregate remaining fund
information of Charyl Stockwell Academy as of June 30, 2008, and the respective changes in [inancial
position, far the year then ended, in conformity with accounting principles generally accepied in the United
States of America.

Our andit was conducted for the purpose of forming opinions on the financial stalements that collectivel ¥
comprise Charyl Stockwell Academy's basic financial statements. The accompanying schedule of federal
awards is presented for purposes of additional analysis and is not a required part of the basic financial
statements. The information contained in this schedule has been suhjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation Lo the basic financial statements taken as a whale.



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Charyl Stockwell Academy's basic financial statements. The introductory scction, combining and
individual non major fund financial statements, and statistical tables are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments and Non-Profit Organizations,
and is also not a required part of the basic financial statements of Charyl Stockwell Academy. The combining
and individual non major fund financial statements and the schedule of federal awards have been subjected 1o
the auditing procedures applied in the audit of the basic financia) statements and, in our opinion, are tairly
stated in all materia) respects in relation to the basic financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued our report dated September 15, 2008
on our consideration of Charyl Stockwell Academy’s internal control over financial reporting and our tests of
its compliance with certain pravisions of laws, regulations, contracts and grants. The purpose of that report is
1o describe the scope of our testing of internal control over financial reporting and compliance and the results
of that testing, and not to provide an opinion on the internal control over financial reporting or on compliance,
That report is an intcgral part of an audit performed in accordance with Goversment Auditing Standards and
should be read in conjunction with this repost in considering the results of our audit.
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Crogkey, Lanni & Company, P.C.

September 15, 2008
Rochester, Michigan
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Report on Internal Control Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance
with Government Auditing Standards

To the Board of Directors
of Charyl Stockwell Academy

We have audited the financial statements of the governmental activities, each major fund, and the aggrepate
remaining fund information of Chary| Stockwel Academy as of and for the year ended June 30, 2008, which
collectively comprise the Academy's basic financial statements and have issued our report thereon dated
September 15, 2008. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in Goveriment Auditing
Standards, issucd by the Comptroller General of the United States.

Internal Control Over Financial Reportine

In planning and performing our audit, we considercd Chary! Stockwell Academy's internal control over
financial reporting as a basis for designing our auditing procedures for the purpuse of expressing our epinions
on the financial statements, but not for the purposc of expressing an opinion on the effectiveness of Charyl
Stockwell Academy's internal contro] over financial reporting.  Accordingly, we do not express an opinjon on
the effectiveness of Chary! Stockwell Academy’s internal control over financial reporting.

A control deficicney exists when the design or operation of a control does not aliow management or
employees, in the normal course of performing their assigned functions, to prevent or delect misstatemaents on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficicncies, that
adversely affects the entity's ability to initiate, authorize, record, process or repoit financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity's {inancial statements that is more than inconsequential will nol be prevented
or detected by the entity's internal control,

A material weakness is a significant deficiency, or combination of significant deficiencies, that resuits in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the entity's internal control,

Qur consideration of internal conirol over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficicncies or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above,
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Compliance

As part of obtaining reasonable assurance about whether Charyl Stockwell Academy’s financial stalements
are free of maierial misstatement, we performed tests of it compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
cffect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tosts disclosed no instances of noncompliance or other matters that are required to be
repotted under Government Auditing Standards.

This repont is intended solely for the information and use of management, the board of directors, the

Michigan Department of Education, and others within the entity and is not intended to be and should nat be
used by anyonc other than those specified parties.

- Cros ';f,‘l.anni & Company, P.C,

September 15, 2008
Rochester, Michigan
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Report on Compliance with Requirements
Applicable to each Major Program and on Internal Control
Over Compliance in Accordance with OMB Circular A-133

To the Board of Directors
of Charyl Stockwell Academy

Compliance

We have audited the compliance of Charyl Stockwell Academy with the types of compliance requirements
described in the U.S. Office of Management and Rudget {OMB) Circular A-133 Compliance Supplement
that are applicable to its major federal program for the vear ended Junc 30, 2008, Charyl Stockwell
Acadomy's major federal program is identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts, and grants applicable fo its major federal program is the responsibility of Chary!
Stockwell Academy's management. Our responsibifity is to express an opinion on Charyl Stockwel)
Academy's compliance based on cur audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Govermment Aunditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whother noncompliance with
the types of compliance requirements referred to above thal could have a direet and material effect on 4
major federal program occurred. An audit includes examining, on a test basis, evidence about Charyl
Stockwell Academy's compliance with those requirements and performing such other procedures as we
considercd neeessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on Charyl Stockwell Academy's compliance with
those requirements.

In our opinien, Charyl Stockwell Academy cormplied, in al} material respects, wilh the requirements referred
to above that are applicable 10 its major federal program for the year ended June 30, 2008. Howevet, the
results of our auditing procedurcs disclosed instances of noncomphance with those requirements. which ave
required io be reported in accordance with OMB Circular A-133 and which are described in the
accompaitying schedule of findings and questioned costs as item 08-01 .



Internal Control Over Complisnce

The management of Charyl Stockwell Academy is responsible for cstablishing and maintaining effcetive
internal control over compliance with requirements of laws, regulations, contracts, and grants applicable to
federal programs. In planning and performing our audit, we considered Charyl Stockwell Academy's
internal control over compliance with requirements that could have a direct and material effect on a tnajor
federal program in order to determine our auditing procedwures for the purpose of expressing our opinion on
compliance, but not for the purpose of expressing an opinion on the cffectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of Charyl Stockwell Academy's
internal control over compliance.

Our consideration of the internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses as defined below. However, as discussed below, we
ideniified certain deficiencics in internal control over compliance that we consider to be significant
deficiencies.

A control deficiency in an entity's internal control aver compliance exists when the design or operation of a
control does not allow management of employces, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a iype of compliance requirement of a federal program on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity's ability to administer a federal program such that there is more than a remote
tikelihood that noncompliance with a type of compliance requirement of a federal program that is more than
inconscquential will not be prevented or detected by the entity's internal control. We consider the
deficiencies in internal control over compliance described in the accompanying schedule of findings and
questioned costs as item 08-01 to be significant deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies. that results in
more than a remote likelthood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity's internal control, We do not consider any of
the deficiencies described in the accompanying schedule of findings and questioned costs 1o be material
weaknesses,

Charyl Stockwell Academy's response to the finding identified in our audit are described in the
accompanying schedule of findings and questioned costs, We did not audit Chary! Stockwell Academy's
response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the Board of Directors, management, federal
awarding agencies, and pass-through entities and is not intended (o be and should not be used by anyone

other than these specified partics. /p 9 ) -
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ey, Lanni & Company, P.(5

September 15, 2008
Rochester, Michigan
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CHARYL STOCKWELL ACADEMY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 1 - Summary of Significant Accounting Policies

The accompanying schedule of expenditures of federal awards includes the federal grant activity of Charyl
Stockwell Academy and is presented on the same basis of accounting as the basic financial statements. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits

of States, Local Governments, and Non-Prafit Organizations. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the preparation of, the basic financial statements.

NOTE 2 - Noncash Assistance

The value of the noncash assistance received was determined in accordance with the provisions of OMB
Circular A-133.

NOTE 3 - Grant Section Auditor's Report

Management has utilized Form R-7120 in preparing the schedule of expenditures of federal awards.
Unreconciled differences, if any, have been disclosed to the auditor.

NOTE 4 - Reconciliation of Basic Financial Statements

Revenue from federal sources - As reported on finaacial statements (includes all funds):

General Fund $ 625,132



CHARYL STOCKWELL ACADEMY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR TIHE YEAR ENDED JUNE 30, 200%

Summary of the auvditor's results:

L.

Anungualified opinion on the Academy's financial statements was issued.

No signiftcant deficiencies in the internal control were disclosed by the audit of the financial
statements.

The audit did not disciose any noncompliance which is material to the financial statcments.

One significant deficiency in the internal control over major programs was disclosed by the audit.
The deficieney is not reported as a material weakness.

An unqualified opinion on the Academy's compliance for major programs was issued.

The audit disclosed one finding which was required to be reported.

The Academy's major federal program is: Character Education Grant {CFDA 84.2155).

The dollar threshold used to distinguish between Type A and Type B programs was $300,000.

The Academy has met all of the conditions required for qualification as a hi gh-risk auditee,

There are no findings refating to the financial statements which are required to be reported in accordance
with GAGAS.

There were audit findings that are required to be reported in accordance with Section S 1 {({a) of
Circular A-133.



Reference
Number

08-61

CHARYL STOCKWELL ACADEMY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

FOR THE YEAR ENDED JUNE 30, 2008

Findings

Program Name - CFDA # 84.2158: Character Education
Pass-Through Entity - Direct from US$ Department of Bducation

Finding Type - Significant deficiency and nonecomphiance

Criteria - In accordance with OMB Circular A-B7, Attachment BB
details various allowable and unaliowable costs. Attachment Bis
very specific as to what types of costs are unatlowed for federal
grant purposes,

Condition - The Academy had various costs charged to its major
program that were unallowable for federal grant purposes.

Questioned - No known or likely greater than $10,000.

Cause / Effect - Federal funds are required to be spemt in
accordance with proper cost principles so as to properly benefit the
intended recipients of the funding.

Recommendation - The Academy should utilize general operating
resources to replace the costs that were in direct violation of federal
cost principles. The Academy should also implement additional
controls to make sure that these cost principles are adhered to in the
future.  This includes training of staff in order to increase
understanding of allowable and unallowable costs and appointing 4
supervisor who has an intimate working knowledge of the same.

Auditee Response - The incorrcctly uiilized funds will  be
immediately replaced with general operating resources. In addition
a review of all expenditures and costs for the graul are being
performed by an independent third party and new internal controls
are being implemented to ensure that all cost principles are adhered
1o in the future,
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October 29, 2008 Clifton F Powell jr, CPA

Charyl Stockwell Academy
9758 East Highland Road
Howell, MI 48843

To whom it may concern:

Pleasc be advised that there was not a separate management comment letter that was provided in
connection with the audit of the financial statements for the year ended June 30, 2008,

Very truly yours,
Croskey, Lanni & Company, P.C.

A i

Patrick M. Sweeney, C.P.A.



